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PSC RESPONDS TO FEDERAL MOVE TO OVERRIDE
KENTUCKY LAWS PROTECTING ELECTRIC CONSUMERS

FRANKFORT, Ky. (March 18, 2004)   The Kentucky Public Service Commission (PSC) will ask

the Federal Energy Regulatory Commission (FERC) to reject a recommendation to override Kentucky

laws that allow the PSC to decide whether Kentucky Power Company may transfer control of its electric

transmission facilities to the PJM Interconnection Inc., a regional electric transmission grid operator

(RTO).

FERC Administrative Law Judge William Cowan ruled March 12 that Kentucky and Virginia

were impeding the entry of American Electric Power Co. (AEP) into PJM and that FERC should preempt

certain state laws governing the matter. Kentucky Power is a subsidiary of AEP.

“Judge Cowan’s decision was disappointing, but no surprise,” PSC Executive Director Tom

Dorman said. “We intend to vigorously contest it in the response we will be filing with the FERC.”

While the PSC is open to utilities in Kentucky joining Regional Transmission Organizations

(RTOs), such membership should not adversely affect electric service or rates. Kentucky’s electric rates

are the lowest in the region and among the lowest in the nation.

The PSC also wants to ensure that membership in RTOs such as PJM does not conflict with

Kentucky law or adversely affect public health, safety and welfare. In 2002, the General Assembly

required utilities to establish procedures ensuring that their Kentucky retail customers (known as “native

load” customers) receive priority for service in the event of a power shortage.

Protection for native load is a central issue in the ongoing debate over the creation of RTOs,

entities that control electric transmission over a multi-state area. The FERC wants all electric utilities to

join RTOs, while Kentucky and other states want to make sure that the benefits of membership will

outweigh the costs for ratepayers in those states and that electric service remains safe, adequate, reliable

and environmentally sound.
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In July 2003, the PSC denied Kentucky Power permission to transfer its transmission system to

PJM, based in Norristown, Pa., finding that AEP had not shown that the transfer would be in the public

interest. Subsequently, the PSC reopened the case when AEP offered to present additional evidence,

including a cost-benefit analysis. The case is pending before the PSC, with new hearings scheduled for

April.

In November, the FERC moved against Kentucky and Virginia, saying in a preliminary finding

that actions taken by the PSC and the Virginia State Corporation Commission in regard to AEP

membership in PJM violated federal law. Judge Cowan upheld the preliminary finding, concluding that

the FERC should exempt AEP from complying with state laws regarding AEP’s applications in those two

states.

Responses to Judge Cowan’s decision are due March 29. The FERC is expected to rule in the

matter later this spring.

“Although FERC’s position with regard to RTOs is clear, we remain hopeful that this matter can

be resolved in a way that allows Kentucky ratepayers and our state’s economy to continue to reap the

benefits of reliable, low-cost electric service,” Dorman said.
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